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At this poict, wp. are unable to add to oxr esarlicr G3::31ysis of this 
issue, s:hic‘n ccntinues to be the area o? gr~;tt=s~ uncertJlnty in t!:e cost 
csti3ates. Ke understand t>at th? Subcorcmitte~ tizs cbtair.sd other expert 
tec;timony which has shed zzorcr lig:?i on this quzstiou. In additton, we have 
suggested that the Subccmit<ee consider ir.clcdir.3 in :h? r,rcpcscd Ic;;isla- 
t!.sn more specific requirements for later evaluation oi L% testing rcquire- 
nents and zconc7mic ispacts of the Act as a Mio?2, so thar 3xIiiicCltiors of 
the legisiation can be considered cn the basis of mar? sGs tnnt ial 
information than is ;~OTJ avHzi:able. 
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res trlc 90~. T;??y tight in;rest in research on zore efflsient testing 

techniques and on develogins products :hat would not require xlc!l testins. 
But this t~ype of spending, if successful, ccouid pay fGr itself iz 
reduced costs of testing an2 restrictions. merefore 3 i: uould ‘se 
double-counting to count it as a cssc.) 

It must be said, hoGev?r, that econotic theory is not clear on -precisely 
what determines a fim’s R b D spendir,g. Ii a fix is ~0 .ivaixd by effcrts 
to maintain t!!e same rate of Ned product introduction, :hcr, it would have to 
increase its 2. & D spending. Although suc:h be’navlor *s.-o cl d 2’: i be in acc~rii 
with the goai of msimizing profits, we cannot ?rovp that firms \muld not 
act in th.is xmner. There is a lar&e body of econo;oic literature on the 
goals cf the firm, in :,rhich sales nasi~tization 2nd attezgti:>g to achieve a 
target rare of return are a-alyzed, but very little has been fotiiid to irxii- 
cate that firzs actually do behave in these ways. 







In general, we agree th,it the TSCX JCGIJ ir.crease ~2s’s J? ?rotu:cion 
L I-, :‘?e chemical industry and &at taost bf these costs zould be ?assec sn 
to the consmer. Because che.;icals are med as inputs to other nancrxtur- 
ing ;)rocesses, the iiripzct is 1Lel.y to spread through the ~c~rmzv. ;Ce 
question the magcitude of t!le effects estiaatsd in the YCA ;~utiy. 

Before we discuss ch~l spe!.ffi.cs, it should he pointed ont that !de 
believe that the XX’s “broad modtil” hives econozic impacts thnt arc 
st Isast twice as high as they sh3ulJ be. The reason is tt%t the “.mint+ 
nance 0: innova:ion” costs, which we be;iew shouid not be cowted, a-count 
for 25out halt of the costs in t<at model. ,111 of the rcocooic iqacts are 
roughly propurtional to the mgnitudes of the origfnai costs es-hates. For 
exaqle, if the highest ccst estimate m<tt ‘5;~ the Enviromental Protection 
Agency ($141.5 zillion) were used as the basis for the economic izpact 
modeling pork, the ticoncmic impacts iJ.ulti he &out one-ninth of -he mgni- 

tude of i.ke XA figures. 
I 

- _- 
L i i e c ; :n Prices - 



4 

I. .- 1  ,: ; ,. 
,. . 






